4 i ~ 4 , 4 


| ansCanada PipeLines = AnnualReport1979 


g at 


Directors and Officers 


Directors 


John M. Beddome 

Chairman of TransCanada 
PipeLines and 

Senior Vice President 

Dome Petroleum Limited, Calgary 


James M. Cameron 
Executive Vice President 
TransCanada PipeLines, Toronto 
John H. C. Clarry, Q.C. 
Messrs. McCarthy & McCarthy, 
Toronto 
JohnH. Coleman 

President 
J.H.C. Associates Limited, 
Toronto _ 
A. Jean de Grandpré, Q.C. 

: Chatman and ee oo 


Robert H. Jones 

President and Chief Executive 
Officer 

The Investors Group, Winnipeg 
James W. Kerr 

Consultant to the Company 
and Company Director, 
Toronto — 

Gordon P. Osler 

Chairman 

Stanton Pipes Limited, Toronto 


Herbert C. Pinder 
President 


Saskatoon Trading Company — 


Limited, Saskatoon 


Smiley Raborn, Jr. 
Chairman 
CanDel Oil Ltd. , Calgary _ 


‘William | E. Richards vee 


Officers 
John M. Beddome C. Kennedy On, C.A. 
Chairman Vice President, Alberta Affairs 


Radcliffe R. Latimer 
President and Chief Executive 
Officer 

George W. Woods, F.C.A. 
Vice Chairman and Chief 
Operating Officer 

James M. Cameron 
Executive Vice President 
John K. Archambault 

Vice President and General 
Counsel 


Gordon A. Leslie, P.Geol. 
Vice President, Customer 


Relations and Planning 


Corporate Secretary 


Richard D. Walker, P.Eng. 

Vice President, Gas Transmission 
George C. Britton, P.Eng. 

Vice President, Engineering and 
Operations — Pipeline 

Bruce M. Escoffery, P.Eng. 

Vice President, Rates 

George M. Hugh, P.Eng. 

Vice President, Engineering and 
Operations — Compression 

H. Neil Nichols, R.1.A. 

Vice President and Treasurer 


Raymond F. Sim, C.A. 
Vice President, Administration 


Kenneth G. Whiteside, C.A. 
Vice President and Controller 


_ Arthur A. Wilkins, B.Sc., P.Geol. 


Vice President, Gas Supply 
DonaldM.Johnston 


Highlights 


| Dividends 2.1% © 
: 3.1% 


: Depreciation and Taxes— 
other than income 2.6% 


— -— GostotGasSold 
Canadian Gas Sales 63.0% sk SE a its 


Distribution . 


ReporttoS 


Report to Shareholders 


1979 was avery active year for 
TransCanada PipeLines. 

The Company redoubled its efforts to 
assist in finding new markets for 
Alberta-produced gas, and joined in 
supporting industry efforts to ensure early 
construction of the Alaska Highway 
Pipeline Project. 

In late 1979, TransCanada also 
acquired participation in a major oil and 
gas exploration program in western 
Canada as part of a new program of 
diversifying the Company’s activities. 

TransCanada’s future role in Canadian 
energy development was enhanced during 
the year by the policy of the federal 
government to encourage the 
displacement of heating oil with natural 
gas, and to support the extension of 
natural gas service into new areas of 
eastern Canada. A further favorable event 


during the year was the authorization by 
the National Energy Board of increased 
exports of natural gas to the United States. 

All of these actions will assist the 
Company during its next decade of 
growth. 


1979 Operating Results 

Volumes of natural gas sold and delivered 
on the Company’s system during 1979 
totalled 34 billion cubic metres, compared 
to 33 billion cubic metres in 1978. 
Operating revenues were $2,580,972,000 
compared to $2,193,213,000 in 1978. 
Cost of gas sold, gathering charges and 
acquisition costs were $2,009,992,000 
compared to $1, 703,611,000 in 1978. 
Earnings per common share were $2.16, 
down slightly from $2.20 in 1978. During 
the year dividends of $1.16 per share were 
declared on common shares. 

The increase in the Company’s funds 
from operations during the year from $3.70 
per share in 1978 to $4.93 per common 
share in 1979 was a notable achievement. 
This upward trend in funds from 
operations, which is expected to continue 
in 1980, is further tangible evidence of 
TransCanada’s increasing financial 
strength, and will enhance the Company's 
future planning. 

In August, 1979 the National Energy 
Board granted the Company an increase 
in its rate of return on rate base from 
10.75% to 10.90%. 

The Company’s 50% share of the 
earnings of Great Lakes Gas Transmission 
Company rose to $10,350,000 from 
$7,975,000 the year before. The increase 
is related primarily to conversion of the 
earnings from U.S. to Canadian dollars. 


: 


Natural Gas Reserves 

Canadian natural gas reserves continued 
to grow during 1979 as a result of the high 
level of exploration. While the Company 
did not contract for any new reserves of 
natural gas during 1979, it is estimated that 
reserves underlying lands already under 
contract to the Company increased by 47 
billion cubic metres to 800 billion cubic 
metres at year end. The Company at the 
end of 1979 paid for 4.5 billion cubic 
metres of gas, delivery of which has been 
deferred to a later date, and borrowed 

$21 7,500,000 from its bankers to make the 
necessary payments. This brought the total 
of such payments to Alberta producers by 
the Company during 1977, 1978 and 1979 
to $366,000,000. 


Natural Gas Sales and Transportation 
In 1979 natural gas sales and 
transportation deliveries increased by 3%. 

There were encouraging signs in the 
residential heating market that the shift 
from other fuels to natural gas accelerated 
during 1979. 

The domestic price of natural gas 
established by agreement between the 
governments of Canada and Alberta was 
increased during 1979, and a further 
increase has taken place in 1980. On 
January 1, 1979, the price at the Toronto 
City Gate was $1.86406 per gigajoule. On 
August 1, 1979, the price at the Toronto 
City Gate was increased from $1.86406 
per gigajoule, to $2.00386 per gigajoule, 
and on February 1, 1980 a further increase 
to $2.14367 per gigajoule took place. The 
export price of natural gas was increased 
during the year and on November 3, 1979 
was set at $3.22 (U.S.) per gigajoule, up 
from $2.01318 (U.S.) at the beginning of 
the year. A further increase of $0.95 (U.S.) 
per gigajoule brought the export price to 
$4.17 (U.S.) on February 17, 1980. 

In September, 1979 approval was 
received from United States regulatory 
authorities for the import into the United 
States during the period ending October 
31, 1980, of up to 9 900 cubic metres per 
day of Canadian gas at Emerson, 


Manitoba and Niagara Falls, Ontario. 
Canadian authorizations were 
subsequently extended to October 31, 
1980. At the end of 1979 a total of 777.5 
million cubic metres had been exported, 
and while some additional volumes will be 
exported in 1980, a warm winter and 
increased export prices have resulted in 
customers reducing original requests. 

In December, 1979 the National Energy 
Board authorized an extension to 1985 of 
the Company’s export of 6.3 million cubic 
metres per day to Midwestern Gas 
Transmission at Emerson, Manitoba. This 
volume continues an existing export sale 
and the volumes are already authorized for 
import into the United States. 

Consolidated Natural Gas, a subsidiary 
of Northern Natural Gas, also secured 
approval to export to Northern at Emerson, 
Manitoba, a volume of 5.7 million cubic 
metres per day which it will purchase from 
TransCanada. Further export licenses 
have been granted by the NEB which will 
result in the transportation through the 
Company’s system of an additional 11.5 
million cubic metres daily for other holders 
of export licenses. Applications have been 
made to United States regulatory bodies 
for the necessary authorizations to import 
these volumes. 


Trans Quebec Maritime Pipeline 

In November, 1979, to facilitate the early 
expansion of natural gas markets east of 
Montreal, the Company agreed to merge 
its Gas East project with the Quebec and 
Maritimes project sponsored by The 
Alberta Gas Trunk Line Company Limited. 
Anew corporation will be formed to carry 
out this venture. It is hoped that the 
necessary authorizations will be received 
in time to allow a pipeline to be constructed 
from St. Lazare to Boisbriand Junction in 
Quebec during 1980. Construction of new 
pipeline facilities east of Montreal is now 
expected to commence in 1981 upon 
approval by the National Energy Board of 
the entire project. A study will be filed with 


the National Energy Board prior to 
constructing a pipeline extension east of 
Quebec City. 

It is forecast that natural gas shipments 
east of Montreal will ultimately displace 
over 16 000 cubic metres of imported oil 
each day. 


Northern Border Project 

As a part of its efforts to provide every 
assistance to obtain the timely export of 
surplus Alberta gas, the Company, 
through a wholly owned subsidiary, has 
acquired a 30% interest in the first phase of 
the Northern Border Pipeline Company. 
Northern Border proposes to prebuild 

1 302 kilometres of pipeline facilities from 
Monchy, Saskatchewan, to Ventura, lowa, 
in order to transport Canadian gas to 
midwestern and eastern markets prior to 
the arrival of gas from Alaska. 


TCPL Resources Ltd. 

TCPL Resources Ltd., a wholly owned 
subsidiary of the Company, made a major 
investment in December, 1979, by 
acquiring one half of the 25% undivided 
interest held by Maligne Resources 
Limited, a wholly owned subsidiary of Dow 
Chemical of Canada Limited, in 
substantially all of the onshore oil and gas 
properties of Dome Petroleum Limited. 
TCPL Resources Ltd. has formed a 
partnership with Maligne under which 
each partner continues to participate to the 
same level of 12'%2% in further resource 
property acquisitions, exploration and 
development, with Dome. As at December 
31, 1979, the partnership’s assets, which 
are owned equally by TCPL Resources 
and Maligne, include established reserves 
of approximately 14 163.5 million cubic 
metres of gas and in excess of 1.59 million 
cubic metres of oil. The partnership also 
has a working interest in 7.2 million gross 
hectares amounting to approximately 0.7 
million net working interest hectares and to 
approximately 0.3 million net mineral title 
hectares. In addition the partnership has 
royalty interests in approximately 2.2 
million hectares. 
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Report to Shareholders 


The investment of $325 million during 
1979 in TCPL Resources marked a major 
long-term move by your Company into the 
exploration for and development of 
resources, particularly oil and gas. The 
needs of the Canadian economy for 
massive continuing development in these 
areas, the encouragement provided 
through various government policies, 
including taxation, and the Company’s 
strong continuing cash flow, make this an 
important diversification step. 

It is the Company’s intent to continue to 
invest substantially in exploration and 
development activities and to build a major 
position in this area. 


1979 Construction Program 

During 1979 TransCanada undertook a 
further $55,689,000 program of 
upgrading, modernizing and adding to the 
security of its pipeline. Anew 19.5 
kilometre, 762-millimetre diameter loopline 
was constructed on the system between 
Toronto and Montreal. 

In April 1980 the National Energy Board 
will hear the Company’s application for 
approval to add 105 000 kilowatts of new 
compression power at five existing stations 
in Saskatchewan and Manitoba and 6 000 
kilowatts of new compression east of 
Toronto. 

If timely approvals are received from 
United States regulatory authorities to 
permit the import into the United States of 


the volumes authorized for export by the 
National Energy Board the 1980 
construction program could be the largest 
in the Company’s history. In terms of new 
pipeline construction the program could 
include 268 kilometres of 1 219-millimetre 
diameter fourth loopline in Saskatchewan 
and Manitoba, and 207 kilometres of 

1 067-millimetre diameter second loopline 
east of Winnipeg in Manitoba and in 
northern Ontario. In addition a further 

100 000 kilowatts of new compression 
power would be added in northern 
Ontario. Further facilities will also be 
required to serve new markets east of 
Montreal. 


Polar Gas Project 

The Polar Gas Project, for which the 
Company acts as Manager, completed 
important studies of various projects 
designed to solve pipeline transport 
problems for Arctic frontier gas. Reserves 
available for the support of such a project 
improved again during 1979. 


Corporate Developments 

During May, 1979 Dome Petroleum 
Limited purchased an additional 
10,694,000 common shares of 
TransCanada PipeLines. At the end of 
1979 Dome held approximately 49% of 
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Commencing with this Annual Report, TransCanada is reporting its 
operations in the International System of Units (Sl). The use of 
metric terms in the Company's operations began on January 2, 
1979. To convert the metric terms shown in this report to the 
English system of units, the following list of simplified, approximate 


conversion factors is given: 


To Convert To 
thousands of cubic metres Mcf 
millions of cubic metres MMcf 
billions of cubic metres Bcf 
kilometres miles 
millimetres inches 
gigajoules MMBtu 
kilowatts H.P. 
Cubic metres of oil barrels 
kilopascals psi 
hectares acres 


Multiply by 


35.3 
35.3 
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TransCanada’s issued common shares. 
TransCanada looks forward to continuing 
close cooperation with Dome Petroleum 
in the energy field. 

James W. Kerr, Chairman and Chief 
Executive Officer of the Company, retired 
in November, 1979 — eight months after 
his normal retirement date. An expression 
of the Company’s appreciation for his 
services follows in this report. 

Walter Hindle, Group Vice President 
and Executive Engineer, retired on 
September 30, 1979 on reaching 
retirement age. During his career with 
TransCanada Mr. Hindle made a notable 
contribution through innovative 
engineering to pipeline design and 
operations. 

In June, 1979, John M. Beddome, 
Senior Vice President, Dome Petroleum 
Limited, was appointed Vice Chairman of 
the Company, and on December 1, 1979, 
became Chairman of the Company. 

Radcliffe R. Latimer was appointed 
President and Chief Executive Officer, 
effective December 1, 1979. 4 

George W. Woods, formerly 
President of the Company, was appointed 
Vice Chairman and Chief Operating Officer 
of the Company. 

During 1979 the employees of 
TransCanada continued their loyal and 
effective service and it is a pleasure to 
express, on behalf of the Board of 
Directors, our sincere appreciation of their 
efforts. 


On behalf of the Board, 


Chairman 


LB. 


President and Chief Executive Officer 


Toronto, Canada, 
March 5, 1980 
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Left: During 1979 studies on M’Clure ~ 
Strait, Polar Gas crews drilled through 
wires, lig ol beg ann 
to 10 metres. 
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TransCanada’s 1979 construction 


_ program completed at the end of 
October. 
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Canada’s Remaining Established 
Natural Gas Reserves 

Canada’s remaining established natural 
gas reserves have been increasing steadily 
over the last four years as a result of strong 
producer exploration and development 
activity. 

The National Energy Board estimate of 
the ultimate potential of conventional 
producing areas has increased from 3 258 
billion cubic metres in 1975 to 4 566 billion 
cubic metres in 1979. The National Energy 
Board estimate of remaining established 
reserves of marketable natural gas in 
conventional producing areas has also 
increased from 1 717 billion cubic metres 
at year end 1973 to 2 033 billion cubic 
metres at year end 1979. 

The National Energy Board in its 1979 
Gas Report estimated established gas 
reserves in Canada’s frontier regions of 
150 and 261 billion cubic metres for the 
Mackenzie Delta-Beaufort Sea and Arctic 
Islands areas respectively. These volumes 
do not reflect the 1979 discoveries at 
Kopanoar (Beaufort Sea) and Whitefish 
(Arctic Islands). Reserve figures have not 
been published by the Board for the 
eastcoast offshore area although the 
Venture gas strike (Scotia Shelf, Sable 
Island area) and the Hibernia oil 
discoveries (Grand Banks) are highly 
encouraging. 


Alberta 

Approximately 72 per cent of Canada’s 
remaining established proved marketable 
gas reserves are located in the province of 
Alberta. The high level of exploration and 
development activity in Alberta 


experienced since 1976 was maintained 
through 1979 because of higher prices 
and the Alberta Government’s exploration 
and development incentive programs. The 
number of wells drilled in 1979 totalled a 
record 5,805, an increase of approximately 
10 per cent over 1978. Gas well 
completions increased to 3,324 in 1979 
from 3,166 in 1978. TransCanada 
estimates that new discoveries and net 
appreciation of established gas reserves in 
Alberta approached 113.3 billion cubic 
metres or 31.6 billion cubic metres above 
the average annual growth rate shown by 
the records of the Alberta Energy 
Conservation Board to have occurred over 
the 30 year period from 1949 to 1978. 


British Columbia/Southern Yukon 
Territories 

An increase in drilling activity of 
approximately 10 per cent was registered 
by industry in British Columbia during 
1979 compared to 1978. Total well 
completions rose to about 400 from 360, 
and gas well completions to some 200 
from 180 in 1978. Growth in gas reserves 
is expected to rise somewhat above the 
18.3 billion cubic metre level recorded in 
1978. During 1979 the Kokanelee Field, in 
the southern Yukon Territory, was placed 
on production. 


Saskatchewan 

In Saskatchewan gas well completions 
during 1979 remained at a comparatively 
low level of 37 wells, up fractionally from 
the 36 recorded in 1978. 


Gas Production 

During the contract year ended October 
31, 1979, TransCanada, under its gas 
purchase contracts, took delivery of 
approximately 36.9 billion cubic metres of 
gas, an increase of 1.5 billion cubic metres 
(4.2%) over the contract year ended 
October 31, 1978. 


Alberta Permit 

During 1979 the Company’s application to 
amend its existing Alberta removal permit 
was granted in full by the Alberta Energy 
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Resources Conservation Board. The 
permit authorizes TransCanada to remove 
from the province of Alberta a total volume 
of 834 billion cubic metres of gas which is 
an increase of 31 billion cubic metres; a 
maximum daily volume of 118.3 million 
cubic metres of gas which is an increase of 
18.1 million cubic metres; and a maximum 
annual volume of 38.9 billion cubic metres 
of gas which is an increase of 6.08 billion 
Cubic metres. 


Company Reserves 

At December 31, 1979 the Company had 
under long-term gas purchase contracts 
approximately 800 billion cubic metres of 
proved remaining marketable gas reserves 
in western Canada. During 1979 itis 
estimated that the appreciation of reserves 
due to producer drilling activity on lands 
under existing contracts increased the 
Company’s contract reserves by 47 billion 
Cubic metres. 
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Canadian Prices 

Pursuant to legislation and agreement 
between the governments of Canada and 
Alberta, the wholesale price of natural gas 
has been established at approximately 
85% of the value of crude oil at Toronto. 
The selling prices of gas in other areas or 
zones of Canada have been prescribed by 
making adjustments for relevant cost of 
transportation. 

Basically, the price paid to producers by 
the Company is established by deducting 
from the government prescribed price at 
Toronto, the cost of transportation from the 
Alberta border as determined by the 
National Energy Board resulting in the 
“‘Imputed Alberta Border Price’. From this 
is deducted the Alberta cost of service and 
added a “‘price adjustment’, both of which 
are determined on a monthly basis by the 
Alberta Petroleum Marketing Commission. 


Export Prices 

The sales price for all gas exported from 
Canada by the Company is set by 
Order-in-Council of the Government of 
Canada which directs the National Energy 
Board to establish the price as a condition 
in the export licences. The ‘‘price 
adjustment” referred to above is a pro rata 
distribution of the “export differential’’ 
among all natural gas producers in Alberta 
in accordance with their respective share 
of Alberta production. This export 
differential is the difference between the 
export sale price and the sum of the 
lmputed Alberta Border Price and the cost 
of transportation to the international 
boundary. 


Rate Regulation — National Energy 
Board 

The National Energy Board established the 
Company’s present cost of service 
effective August 1, 1979. The Board in its 
Decision reaffirmed its earlier decision 
requiring the Company to use 


Year in Review 


ri 
SE 
w 


an 


WIRY 


“normalized” tax accounting for rate- 
making purposes effective from August 1, 
1978. The Board also found a rate of return 
on rate base of 10.9% per annum (an 
increase from 10.75%) to be just and 
reasonable, and allowed recovery of 
increased operating costs. 

In March, 1980 the Company will file a 
rate application with the National Energy 
Board seeking an increase in its cost of 
service effective August 1, 1980. The 
Company will seek to recover higher 
operating costs and to secure an 
increased rate of return on rate base. 


Sales 


In 1979 the Company’s total sales and 
transportation volumes were 3.2% higher 
than in 1978. Sales in Canada were down 
by 2.0%, but export sales to the United 
States increased by 16.7%. 

The reduction in Canadian volumes was 
almost solely due to a large reduction in 
deliveries to a major electrical generation 
station in Ontario. Conversions to natural 
gas from oil in the residential sector were 
much greater than in 1978. 

The improvement in export sales was 
largely a result of short-term interruptible 
sales authorized to be made until October 
31, 1980. In 1979, 777.5 million cubic 
metres were exported under existing 
licences. Warm weather in the winter of 
1979-80 and a sharp increase in the price 
of Canadian natural gas exported to the 
United States is expected to reduce the 
interruptible export sales which otherwise 
would have been made in 1980. 

In December, 1979 the National Energy 


Board approved the export of large 
additional volumes of natural gas from 
Canada. These included the extension of 
the existing export sales being made by 
TransCanada to Midwestern Gas 
Transmission at Emerson, Manitoba until 
1985. No further United States 
authorizations are required for this sale. 

The National Energy Board also 
approved the transportation by 
TransCanada, subject to further approval 
by the National Energy Board of 
construction of the necessary pipeline 
facilities, of volumes approved for export 
by Consolidated Natural Gas Limited and 
Progas Limited at Emerson, Manitoba, by 
Sulpetro Limited at Niagara Falls and 
additional sales to Niagara Gas 
Transmission Limited at Cornwall, Ontario. 
These additional export licences await 
United States regulatory approval. 

TransCanada PipeLines, in co-operation 
with its Canadian distribution customers, is 
aggressively pursuing new opportunities to 
market natural gas. 

In Canada, in addition to developing 
new markets for natural gas east of 
Montreal, the Company is also examining 
new markets for natural gas in Manitoba, 
Ontario and northern Quebec. 


Engineering and Operations 


1979 Program 

During 1979 the Company expended over 
$55,689,000 on additions and 
modifications to gas transmission plant to 
further improve the throughput capacity, 
operating efficiency and security of the 
system. 

Asecond loopline between Toronto and 
Montreal was commenced with the 
installation of 19.51 kilometres of 
762-millimetre diameter loopline 
downstream of Compressor Station 130, 
Maple, Ontario. 

To meet the requirements of regulatory 
and design codes arising out of increasing 
population density in the vicinity of the 
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pipeline, a total of 40 kilometres of existing 
pipe was replaced in 36 separate 
locations. 

The program to improve the thermal 
efficiency of gas turbine units was 
continued by the replacement of heat 
exchangers (regenerators) with more 
efficient units at Compressor Station No. 5 
Cabri and Compressor Station No. 9 
Herbert, Saskatchewan. 

TransCanada PipeLines’ program to 
detect pipeline faults by the use of the 
Company’s electronic pig was continued 
with 535 kilometres being inspected. 

During 1979 gas conservation and the 
operating efficiency of the pipeline system 
were maintained at a high level by carrying 
out regular performance tests. 


1980 Program 

During 1980 the Company may spend 
$432 million on its pipeline system, 
depending on the timing and nature of 
certain Canadian and United States 
regulatory decisions. 

On October 24, 1979 the NEB approved 
the construction of 10.2 kilometres of 
323.9-millimetre diameter loopline at Sault 
Ste. Marie, Ontario and construction 
commenced in January, 1980. 

Construction of a new pipeline between 
North Bay, Ontario and a point on the 
Ottawa River near Temiscaming, Quebec 
consisting of 39.5 kilometres of 
168.3-millimetre diameter pipe was 
approved by the National Energy Board in 
February 1980. 

An application was heard by the 
National Energy Board in late 1979 and 
early 1980 to construct 49.1 kilometres of 
914-millimetre diameter loopline on the 
Niagara extension of the Company’s 
system between Maple and Lisgar, Ontario 
and a decision is pending. 


Year in Review 


oun ee ew & 


2 «ie 0 


on 


Y 


The balance of 1980 construction will 
proceed in two phases. In the first phase 
TransCanada, subject to National Energy 
Board approval, will install five new 
compressor units in western Canada of 
105 000 kilowatts of compression power 
and two compressor units of 6 O00 
kilowatts of compression power east of 
Toronto to save fuel and to expand system 
Capacity. 

The second phase of the program will be 
undertaken upon timely receipt of United 
States authorizations of imports into the 
United States of Canadian gas already 
authorized by the National Energy Board 
for export. If timely authorizations are not 
received the program will have to be 
postponed. 

The major components of the export 
phase of this program are the installation of 
approximately 268 kilometres of 
1 219-millimetre diameter fourth loopline in 
Saskatchewan and Manitoba and the 
installation of 122 kilometres of 
1 067-millimetre diameter second loopline 
east of Winnipeg in Manitoba and northern 
Ontario in 1980. A further 85 kilometres of 
1 067-millimetre diameter pipeline would 
be installed in northern Ontario in the 
winter of 1980-81. A total of 100 000 
kilowatts of new compression power will 
be installed in northern Ontario if the export 
phase proceeds. 


International PipeLine 
Engineering 


During 1979 the Company’s wholly owned 
subsidiary International PipeLine 
Engineering Limited (IPEL) continued to 
act as technical consultants to an 
European client, as well as licensing 
computer programs to both Canadian and 
European clients. IPEL also supervised an 
electronic pig inspection of a 
large-diameter oil pipeline in Canada, as 
well as carrying out engineering inspection 
and facilities planning work for other 
Clients. 


Research and Development 


High Impact Welding 

TransCanada continued its participation in 
the development of a system of joining 
large diameter high strength steel pipes by 
high impact welding. 

A field demonstration was carried out in 
mid-1979. The main objectives of the field 
test were to determine the adequacy of the 
special equipment that had been 
developed, to determine the total amount 
of equipment and personnel required for a 
welding crew and to verify the productivity 
of a particular size crew. 

Full scale metallurgical tests of the welds 
are in progress and will be available in 
early 1980. 


Use of Surplus Heat 

TransCanada is actively investigating 
methods of utilizing surplus heat produced 
at its compressor stations. In co-operation 
with the Ontario government and Northern 
College in Kirkland Lake, the Company will 
be providing heat to an experimental 
greenhouse to be built at the Company’s 
Ramore compressor station site for the 
purpose of producing seedling trees for 
reforestation programs. The Company is 
also contributing to a similar project in the 
Bruce Peninsula to utilize hot water 
produced at a nuclear generating station. 
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James W. Kerr 


James W. Kerr, who retired as 

Chairman and Chief Executive Officer on 
November 30, 1979, guided TransCanada 
almost from the time it commenced 
operations after completion of its initial 
pipeline system on October 10, 1958. 

Mr. Kerr joined the Company as 
President and Chief Executive Officer in 
December, 1958 and was elected 
Chairman, President and Chief Executive 
Officer in April, 1961. Subsequently Mr. 
Kerr was named Chairman and Chief 
Executive Officer in 1968. 

A high point in his business career in the 
gas industry came in June, 1976 when Mr. 
Kerr became the first Canadian ever to be 
elected President of the International Gas 
Union, an organization of national gas 
associations of 36 countries. The 14th 
World Gas Conference and Gas Industry 
Exhibition was held in Toronto from May 
27 to June 1, 1979 and 2,300 delegates 
attended. Mr. Kerr chaired this major 
conference where more than 100 
companies and associations from the 36 
member countries displayed and 
demonstrated gas industry state of the art 
equipment and technology. 

When Mr. Kerr joined TransCanaqa, it 
consisted of 3 765 kilometres of pipeline 
and six compressor stations. Today, 
TransCanada’s system, stretching from 
the Alberta-Saskatchewan border through 
to Montreal, consists of 9 345 kilometres of 
pipeline and 48 compressor stations with 
795 100 kilowatts of compression. It is 
Canada’s 14th largest company, ranked 
by sales, and its success is a tribute to Mr. 
Kerr’s efforts. Mr. Kerr will continue as a 
Consultant to and a Director of the 
Company. 


Organization and Personnel 


Organization 

Upon James W. Kerr’s retirement as 
Chairman and Chief Executive Officer, a 
number of senior management 
appointments were made. 

John M. Beddome was elected 
Chairman of the Company. Mr. Beddome, 
who had been Vice Chairman of the 
Company since June 1979, is Senior Vice 
President of Dome Petroleum Limited, and 
has had extensive experience in the oil and 
gas industry. 

Radcliffe R. Latimer was appointed 
President and Chief Executive Officer. Mr. 
Latimer was formerly President of CN Rail, 
and has had broad business experience in 
both finance and transportation. 

George W. Woods, who had been 
President of TransCanada since 1972, 
was appointed Vice Chairman and Chief 
Operating Officer. Mr. Woods, who joined 
the Company in 1959, has business 
experience in all areas of the Company’s 
operations. 


Personnel 

To keep abreast of modern technology 

and new management techniques, over 
one-third of TransCanada’s employees 
participated in formal training programs 
during 1979. 

A total of 170 enrolled in supervisory 
and management courses, 85 attended 
special technical programs and a further 
89 employees qualified for reimbursement 
under the Company’s Education Refund 
Plan by successfully completing courses 
on a wide variety of business subjects. 

In addition, during 1979, 251 managers 
and supervisors attended special courses 
developed in-house and presented by 
Company personnel on the topics of 
Performance Appraisal and Interviewing. 
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Shareholders 


During 1979 Dome Petroleum Limited of 
Calgary, Alberta, increased its common 
shareholdings in the Company from 22.5% 
to 49% of the Company's outstanding 
common shares. During the year the 
number of common shareholders 
decreased from 28,655 at December 31, 
1978 to 26,058 at December 31, 1979. 
Shareholders resident in Canada now hold 
97.72% of the Company’s outstanding 
common shares. 

During 1979 the market price per 
common share varied from a low of 
$17.375 to a high of $28.00. During 1978 
the market price varied from a low of 
$14.00 to a high of $19.00. 

The geographical breakdown of 
common shareholders and shareholdings 
is as follows: 


Number of | Number of 


_ Shareholders Shares 
Alberta 2,660 20,629,270 
British Columbia 3,619 1,377,050 
Manitoba 1,197 1,971,566 
New Brunswick 398 112,933 
Newfoundland 52 16,237 
Northwest Territories 5 1,850 
Nova Scotia 689 443,022 
Ontario dt7o022 = 10352003 
Prince Edward Island 76 20,607 
Quebec 2,920 4,564,650 
Saskatchewan 654 179,967 
Yukon 4 63 
Total Canadian 23,5/6 39,669,518 
United States 2,279 810,375 
Others 203 113,351 
Total Non-Resident 2,482 923,726 
Total 26,058 40,593,244 
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Year in Review 


MT Partnership 
Maligne Resources Limited/TCPL Resources Ltd. 


0 Net Working Interest Acreage 0.7 million net hectares 
Gross Mineral Title Acreage 0.3 million net hectares 
Royalty Interests in 2.2 million hectares 


Special Projects 


TCPL Resources Ltd. 

TCPL Resources Ltd., a wholly owned 
subsidiary of TransCanada PipeLines, and 
Maligne Resources Limited, a wholly 
owned subsidiary of Dow Chemical of 
Canada Limited, in December 1979 
announced the formation of a partnership 
to acquire and develop oil and gas 
interests in western Canada. Maligne had 
owned a 25% undivided interest in a 
portion of the onshore oil and gas 
properties of Dome Petroleum Limited 
under the terms of a 1974 Agreement and 
had exercised, pursuant to that 
Agreement, the right to participate in other 
properties subsequently acquired by 
Dome. 

TCPL Resources purchased a 50% 
share of the increased assets of Maligne 
for approximately $315,000,000. The 
partnership will continue the previous 
relationship between Maligne and Dome 
whereby the partnership will participate at 
a 25% level in Dome’s oil and gas activities 
in western Canada. This will provide 
greater opportunity for expanding the 
search for hydrocarbon and mineral 
deposits in Canada by Dome and its 
associates. 

The partnership assets, which are 
owned equally by TCPL Resources and 
Maligne, include established reserves of 
approximately 14 163.5 million cubic 
metres of gas and in excess of 1.59 million 
cubic metres of oil. The partnership also 
has a working interest in 7.2 million gross 
hectares amounting to approximately 
690 000 net working interest hectares and 
approximately 324 000 net mineral title 
hectares. In addition the partnership has 
royalty interests in approximately 2.2 
million hectares. 
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Northern Border Project 

During 1979 the Company caused 
TransCanada PipeLine (U.S.A.) Ltd., a 
Nevada corporation, to be incorporated to 
Carry on a variety of future operations by 
the Company in the United States. 

A wholly owned subsidiary of 
TransCanada PipeLine (U.S.A.) Ltd., 
TransCanada Border PipeLine Ltd., has 
acquired a 30% partnership interest in the 
first phase of Northern Border Project as 
part of the Company’s overall efforts to 
assist Canadian gas producers to market 
Canadian natural gas declared surplus to 
the needs of Canada through the prebuild 
segment of the Northern Border pipeline 
system. 

Northern Border plans to build the 1 798 
kilometres eastern leg of the southerly 
segment of the Alaska Highway Pipeline 
project which will ultimately transport 
natural gas from the Alaskan North Slope. 
Northern Border is currently seeking 
regulatory approvals to prebuild 1 302 
kilometres of this pipeline “the prebuild 
project”’ from Monchy, Saskatchewan to 
Ventura, lowa, to transport Canadian gas 
to midwestern and eastern United States 
markets. 

The agreement provides TransCanada 
Border PipeLine with an opportunity to 
participate in the remaining portion of the 
Northern Border project. 

Subsidiaries of four U.S. pipeline 
companies — Northern Natural Gas 
Company of Omaha, Nebraska; Northwest 
Energy Company of Salt Lake City, Utah; 
Panhandle Eastern Pipeline Company and 
United Gas Pipe Line Company, both of 
Houston, Texas — are also partners in 
Northern Border and will share the 
remaining 70 per cent ownership in the 
first phase. 

Three of these U.S. companies have 
contracted for the delivery of 23 million 
Cubic metres per day of surplus Canadian 
gas to be supplied by Pan Alberta Gas Ltd. 
It is expected that this gas will flow until the 
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entire pipeline from Alaska is completed in 
the mid 1980's. 

In joining Northern Border, 
TransCanada is endeavoring to rapidly 
expand the market for surplus Canadian 
gas in the near term and obtain a future 
position in an important section of the 
overall Alaska Highway Project. 

TransCanada’s participation is expected 
to enable Northern Border, the first phase 
of the Alaska Highway Pipeline Project, to 
proceed in the near future as a result of 
TransCanada arranging for the financing 
of the project and TransCanada’s ability to 
provide throughput for the pipeline if 
needed in the future. 

The National Energy Board has 
conducted hearings regarding the export 
of natural gas to the U.S. pipelines, and in 
its December, 1979 decision has granted 
to Pan-Alberta gas export licence GL-59 
for export at Monchy, Saskatchewan, 
commencing November 1, 1981, of an 
annual volume of 8 290 million cubic 
metres with maximum day deliveries not to 
exceed 25 million cubic metres. This 
licence runs until November 1, 1984 and 
thereafter reduces at 25% per year. 

Pan Alberta Gas Ltd. has filed an 
application with the National Energy Board 
for additional volumes for transportation 
through the prebuild section of Foothills 
Pipelines (Sask.) Ltd. and export at 
Monchy, Saskatchewan into the facilities of 
the Northern Border pipeline system. 

Northern Border currently has an 
application before the U.S. Federal Energy 
Regulatory Commission for authorization 
to construct the prebuild segment of the 
Northern Border system. 

TransCanada has agreed to purchase a 
49% interest in Foothills Pipelines (Sask.) 
Limited. 


Trans Quebec Maritime Pipeline 

As part of the Company’s program to 
expand into new areas in Canada to 
provide increased domestic markets for 
Canadian gas, an amended application 
was filed on April 30, 1979 with the 
National Energy Board that consisted of a 
comprehensive and integrated plan to 
supply areas of Canada east of Montreal 
with natural gas and propane. 

A competitive hearing commenced on 
September 25, 1979 in Ottawa with Q &M 
Pipe Lines presenting an alternative 
application. 

In the best interest of the Canadian 
public and the companies involved, an 
agreement was reached on November 2, 
1979 with Q & M Pipe Lines to undertake 
the eastern extension of gas service on a 
joint venture basis. TransCanada and Q & 
M Pipe Lines would each hold a 50% 
undivided interest in all facilities to be 
constructed in the provinces of Quebec, 
New Brunswick and Nova Scotia. 

It is hoped that the necessary 
authorizations will be received in time to 
allow construction in 1980 of 57.3 
kilometres of pipeline of varying diameters 
from St. Lazare to Boisbriand Junction, 
including a dual crossing of the Lake of 
Two Mountains and a lateral from 
Boisbriand Junction to Boisbriand. 
Construction of new pipeline facilities east 
of Montreal is now expected to commence 
in 1981, assuming approval by the 
National Energy Board. 

Prior to extension of the system east of 
Quebec City, a detailed study will be made 
of the future role to be played by offshore 
natural gas reserves such as Sable Island 
in providing the area with natural gas. By 
1983 the entire system could be 
completed to Halifax. In subsequent years 
compressor stations would be built to meet 
the expanded market buildup. 

The combined expansion systems 
would include approximately 3 504 
kilometres of pipeline facilities ranging in 


size up to 866 milimetres. Twelve 
compressor stations would provide a total 
of approximately 77 600 kilowatts. 
Underground salt cavern storage in New 
Brunswick for 178 million cubic metres of 
natural gas would provide for peak shaving 
and system reliability. 

The total capital cost for the first ten 
years of the extension facilities is estimated 
at $1.1 billion. The estimated capital cost 
for the associated distribution systems in 
the three provinces over the same period 
total about $1.3 billion. 

The extension would require a 
substantial looping program on the existing 
TransCanada system, possibly including a 
line from the North Bay area to Montreal 
down the Ottawa Valley. 

Final oral argument was completed by 
the applicants and interested parties on 
January 30, 1980. The Company is 
currently awaiting the National Energy 
Board decision on the joint applications. 


Polar Gas Project 

Throughout 1979 TransCanada continued 
to support the Polar Gas Project and act as 
Project Manager. During the year Polar 
Gas confirmed the technical feasibility of a 
new pipeline routing from the Arctic 
Islands via M’Clure Strait. As a result, a 
combined pipeline system to transport the 
natural gas reserves of the Arctic Islands 
and the Mackenzie Delta/ Beaufort Sea 
areas to southern markets is now 
considered to be feasible. Marine research 
was also conducted on Dolphin and Union 
Strait in the second half of 1979 and 
technical feasibility was confirmed for this 
channel. The economic feasibility of the 
Project was further enhanced by a major 
natural gas discovery at the Whitefish well 
in the Arctic Islands, providing a significant 
increase in total reserves available. A 
number of new possible routing options 
were studied in detail in 1979. 


Year in Review 


2 i I 
Financial Commentary 


Consolidated net income applicable to 
common shares was $87.2 million in 1979, 
a decrease from $87.9 million in 1978. 
Earnings in 1978 were favourably affected 
by the sale of gas from storage in eastern 
Canada. Record 1979 operating revenues 
of $2.6 billion reflected gas sales and 
transportation rate increases. 

Basic and fully diluted income per 
common share for 1979 were $2.16 and 
$2.14 respectively. Dividends declared by 
the Company totalled $1.16 per common 
share and in aggregate were $53.7 million 
on common and preferred shares. 
Reduction of long-term debt including 
sinking and purchase fund obligations 
amounted to $95.9 million in 1979. 

On December 28, 1979 the Company 
paid for approximately 4 572 million cubic 
metres of gas, delivery of which was not 
taken during the contract year ended 
October 31, 1979. Prepayments for this 
volume and for the 3 493 million cubic 
metres of gas deferred to the end of 1978 
now total $366.3 million for an aggregate 
volume to date of approximately 8 065 
million cubic metres. The Company’s 
current gas supply position is such that it 
anticipates it will continue to pay for, but 
defer taking delivery of, additional volumes 
of gas for several years. Based on the 
Company’s current supply estimates and 
market forecasts, all gas the Company will 
be required to pay for but not take will be 
recovered within the allowable time 
periods. All payments on future gas supply 
to date have been financed by the sale of 
medium-term notes to the Company’s 
banks. The carrying charges are 
recoverable from the Alberta cost of 
service. 

As further described on page 19, the 
Company, through TCPL Resources Ltd., 
invested $315 million to acquire and 
develop oil and gas interests in western 
Canada. Financing arrangements for this 
investment were made through two 
Canadian chartered banks and are shown 
on the Consolidated Schedule of 
Long-Term Debt (page 30) as a portion of 
the Company’s Term Bank Loans. 
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Year in Review 


Great Lakes Gas 
Transmission Company 


(in United States Dollars) 


The Company owns a fifty percent interest 
in Great Lakes Gas Transmission 
Company, which operates a pipeline from 
the international boundary near Emerson, 
Manitoba, across the States of Minnesota, 
Wisconsin and Michigan, to points on the 
international border near Sault Ste. Marie 
and Sarnia, Ontario. The Great Lakes 
pipeline system consists of 1 949 
kilometres of pipe and a total of 259 500 
kilowatts installed at 13 compressor 
stations. 


1979 Operations 

Great Lakes Gas Transmission Company’s 
1979 operations resulted in net income of 
$18,708,000. This net income figure 
compares with $20,499,000 in 1978 which 
included a credit of $1,682,000 for a prior 
year’s adjustment. 

Great Lakes delivered for transportation 
or sale a total of 12.53 billion cubic metres 
of gas, of which 7.70 billion Cubic metres, 
or 61% was redelivered to TransCanada 
PipeLines for sale in eastern Canada, with 
the balance, 4.83 billion cubic metres, 
delivered to its customers in the United 
States. 

The average cost of gas purchased by 
Great Lakes during 1979 was $2.40 per 
gigajoule. In 1978 the average cost was 
$2.00 per gigajoule. A provision in Great 
Lakes’ tariff permits recovery of increased 
gas costs from its customers. 


Construction 

The 1979 construction program cost 
$18,225,000 and included installation of 
40 kilometres of 916-millimetre loopline in 
Minnesota and Wisconsin to accomplish 
compressor fuel savings and security of 
service. 

The anticipated 1980 construction 
program includes new compressor 
facilities for increased deliveries to Sault 
Ste. Marie, Ontario, estimated to cost ’ 
$2,100,000, and an expenditure of 
$5,800,000 for facility additions and 
modifications. In addition, Great Lakes 
plans to file with the Federal Energy 
Regulatory Commission (FERC) for 
approval to construct 48.4 kilometres of 
economic and security loopline estimated 
to cost $18,700,000. 


Dividends 
In 1979 Great Lakes declared and paid 


quarterly dividends totalling $12,000,000. 


Rates 
On November 30, 1978 Great Lakes filed 
with the FERC for an increase in its 
rates for gas sales and transportation. The 
new rates became effective June 1, 1979 
subject to refund of amounts which are not 
allowed by the FERC upon final approval. 
On December 20, 1979 a stipulation and 
agreement in settlement of the rate 
increase application was filed with the 
FERC. Great Lakes has provided for 
refunds, including interest, as of December 
31, 1979 based upon the filed settlement 
agreement. The settlement agreement 
resolves all issues except rate design 
which will be considered separately by the 
FERC and will apply on a prospective 
basis. Great Lakes and its legal counsel 
believe that the filed settlement agreement 
will be approved by the FERC. 


Summary Balance Sheet 


(Thousands of United States dollars) 


Assets 1979 1978 
Plant, property and equipment $396,956 $380,372 
Less: accumulated depreciation 125,615 111,396 
271,341 268,976 

Current assets 78,262 48,991 
Deferred charges 2,971 (1,591) 
$352,574 $316,376 

a Se ee er eS TEL 
Shareholders’ Equity and Liabilities 1979 1978 
Common stock $ 50,000  $ 50,000 
Retained earnings 42,968 36,260 
First mortgage pipeline bonds 140,700 152,420 
Current liabilities 88,432 60,252 
Deferred credits 30,474 17,444 
$352,574  $316376 


Summary Statement of Income 
and Retained Eamings 


(Thousands of United States dollars) 1979 1978 
Operating revenues $373,229 $309,469 
Cost of gas sold 243,809 188,691 
Operating expenses 70,159 60,384 
Depreciation and amortization 15,686 14,644 
Income taxes 14,398 15,986 
Investment tax credit (2,211) (2,060) 
Interest (net) 12,680 11,325 
354,521 288,970 
Net income 18,708 20,499 
Retained earnings at beginning of year 36,260 27,761 
54,968 48,260 
Dividends declared (12,000) (12,000) 
Retained earnings at end of year $ 42,968 $ 36,260 


Great Lakes 1979 construction | 

program Included 40 kilometres of 

916-millimetre loopline in Minnesota 
_ and Wisconsin. 
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Auditors’ Report 


_ | Peat, Marwick, Mitchell & Co. 


Auditors’ Report to the Shareholders 


We have examined the consolidated balance sheet of 
TransCanada PipeLines Limited as at December 31, 1979 andthe 
consolidated statements of income, retained earnings, contributed 
surplus and changes in financial position for the year then ended. 
Our examination was made in accordance with generally 
accepted auditing standards, and accordingly included such tests 
and other procedures as we considered necessary in the 
circumstances. 

In our opinion, these consolidated financial statements present 
fairly the financial position of the company as at December 31, 
1979 and the results of its operations and the changes in its 
financial position for the year then ended in accordance with 
generally accepted accounting principles applied on a basis 
consistent with that of the preceding year. 


fas; Hamil HELL €C, 


Toronto, Canada 
January 22, 1980 Chartered Accountants 
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ioe Trust company. Limited, 

_ TOtOntg. 
tegistrar Canadian Series . 
%% first mortgage pipe line bonds, 
tional Trust Company, Limi 

_ MontrealandToronto. | 

— B%% and 8%% first mortgage pipe 
line bonds, National Trust Company, 

Limited, Montreal, Toronto, 
Winnipeg, Calgary and Vancouver. 

- Registrar U. S. Series ao = 
5% %, 5%4% and 6%% first mortgage 

_ pipe line bonds, Morgan Guaranty | 


$4.50 cumulative redeemable. 
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inada Border PipeLine Ltd. convertible second preferred shares See 
cine Crown Trust Company, Toronto. 
company owning an Registrar 
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” Toronto, Winnipeg, Calgary and ina 
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_ United States from Emerson 
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oes 0 Sault Ste. Marie and Montreal Trust Company, Toronto. 
Sarnia, Ontario Registrar Canadian Series 


5.85% subordinated debentures, 
Montreal Trust Company, Montreal, 
Toronto, Winnipeg, Calgary and 
Vancouver. 


Registrar U.S. Series 
5.60% subordinated debentures, 
Citibank, N.A., New York. 
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